Introduction
Ever since their introduction in the 1990s exchange In fact, ETFs are now one of the most traded securities in U.S. exchanges. For example, the Spider (ticker SPY-NYSE) an ETF that tracks the S&P 500 index, and the Cube (ticker QQQ-NASDAQ) which tracks the Nasdaq-100 index, are both some of the most highly traded securities in their respective exchanges.
Although in comparison to mutual funds, ETF assets represent a small fraction of the total assets managed by investment companies in the U.S., their growth has been significant. According to statistics provided by the Investment Company Institute (ICI), in 2000 there were 80
ETFs and total net assets were $66 billion. By the end of 2010, the total number of ETFs had grown to 923 and total net assets reached $992 billion 1 . One of the reasons every year more investors are lured to ETFs is their diversity, that is ETF investors not only are able to invest in broad market indexes but also able to reap the diversification benefits by, for example, investing in gold ETFs or taking advantage of the outperformance of a foreign market by investing in their respective EFT. In fact, many popular press articles advocate that ETFs have democratized international investing and provide one of the best avenues to access, among others, emerging markets 2 . In all, ETFs provide investor with ample opportunities to own diversified portfolios with the trading benefits of stocks. Given the growth in popularity of ETFs within the investment community, it is only natural to find more and more academic articles devoted to this investment product. Zhong and Yang (2005) , Chu, Mazumder, Miller, and Prather (2007) , and Tsai and Swanson (2009 Harper et al. (2006) , and find that iShares excel above closed-end country funds in terms of diversification value to the domestic investor. Jares and Lavin (2004) , examining Japan and Hong Kong iShares, find a negative relation between current premium and performance which opens the possibility for profitable trading rules. Zhong and Yang (2005) examine European iShares and report that the U.S. market, in contrast to the home market, significantly affect iShares returns. Finally, Chu et al. (2007) show predictable returns patterns in 17 country-specific iShares. However, the authors conclude that taking advantages of these patterns can be very costly for investors.
The sample of ETFs I examine in this study include: iShares Brazil, iShares Brazil Small-Cap, iShares Chile, iShares Mexico and iShares Peru. I find that, although these ETFs show a close relationship between their net asset value and corresponding market price, other pricing factors are also important. Additionally, the iShares in the sample are more likely to trade at a premium than at a discount, and these deviations from net asset value tend to persist for at least a day.
Data
The Table 2 provides some descriptive statistics on the aforementioned ETFs. The data presented in Table 2 is based on information provided in the iShares website as of June 30, 2011. Table 2 shows that these ETFs have very low expense ratios. iShares Mexico have the lowest expense ratio (0.53%), while Brazil Small-Cap have the highest (0.65%). In terms of assets, iShares Brazil is by far the largest with $12.69 billion in assets. The other four ETFs have total net assets ranging from $0.06 billion to $1.6 billion. Table 2 also presents the number of portfolio holdings, and shows that iShares Peru have the fewest number of securities with 27. iShares Brazil includes the largest number of securities with 90. 
Prices
The first issue I tackle in this paper is the relation between prices and NAVs. ETFs have both a market price, at which all trading occurs, and a net asset value. The NAV is the per-share portfolio value and a more accurate measure of fundamental value than market prices. 
Premiums
ETFs can trade at a premium or discount to NAV.
Although the creation and deletion feature of ETFs should help to keep deviations from NAV at a minimum, it has been advocated in the literature that in many instances ETFs trade at prices significantly different from their NAV s.
Similar to Elton, Gruber, Comer and Li (2002) , I define the percentage difference percentage (dp) as: dp t = P t -NAV t NAV t ❷ where, t P is the ETF's closing market price and 
Empirical results

Prices
In this section I present the results of the test of price efficiency for the sample of Latin American iShares included in the study. Table 3 Figure 1 shows a time series plot of the percentage difference. The graph shows the evolution of price differences over time. The price differences of iShares with the longest price history, Mexico, Brazil, and Chile, decrease over time. However, iShares with more recent inception dates show more variation in price differences.
Latin American iShares: prices and premiums
Premiums
The plot also shows a big spike around the 2008 financial crisis. Table 4 presents some descriptive statistics of the historical differences between the prices and NAVs of the five Latin American iShares. The results in Table 4 show that four out of the five iShares (Mexico being the exception) in the study trade mostly at premium, which is consistent with the evidence presented by Aber, Li, and Can (2009) on iShares, but contrary to Kayali (2007) and 51.62 percent of the time closing at a price higher than NAV. iShares Brazil Small-Cap presents a surprising result, this ETF closes at a premium more than 95 percent of the time.
Perhaps this result is due to the fact that iShares Brazil SmallCap is the youngest ETF in the sample with less than a year of price history. In terms of dollars and cents, the difference corresponds to average absolute differences between closing market prices and net asset values of as high as 58 cents for iShares Brazil Small-Cap, and as low as 23 cents for iShares Brazil.
For iShares Mexico and iShares Chile the average absolute difference is 34 cents and for iShares Peru is 39 cents. These differences are much higher than those reported by Elton et al. (2002) for the Spiders.
The results presented here point to the fact that, most of time, this sample of ETFs trade at prices which are different from NAV. As these differences might present opportunities for arbitrage or hint hidden costs to investors, it is important to examine the persistence in deviations from NAVs. To this end, I estimate Equation ❸ and the results are presented in 
